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Exhibit II-A-3
Attachment No. 4
Redacted




Exhibit II-A-3
Attachment No. 5
Redacted




Exhibit II-A-3
Attachment No. 6
Redacted




Exhibit I1I-A-3
Attachment No. 7
Redacted




Exhibit II-A-3
Attachment No. 8
Redacted




Exhibit [I-A-3
Attachment No. 9
Redacted



Exhibit II-A-3
Attachment No. 10
Redacted




Exhibit [1-A-4

Redacted




Exhibit I1-A-5

Redacted




Exhibit I1-A-6

Redacted




Exhibit II-A-7

Redacted




Exhibit I1-A-8

Redacted




Exhibit II-A-9

Redacted




Exhibit II-A-10

Redacted




Exhibit II-A-11

Redacted




Exhibit I1-A-12

Redacted
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Rebuttal Exhibit (1-A-13

Rebuttal Rates, Variable Costs, and Revenue to Variable Cost Ratio -
BNSF Origin Mines to WFA/Basin's Laramie River Station - 4Q04

Origin Mine
M

Dry Fork
Eagle Butte
Cordero
Caballo Rojo
Jacobs Ranch

1/ Includes fuel surcharge.

Variable
Rate per Cost
Exhibit Ref Quarter Tons Ton1/ perTon
2) () @) ® ®)

Rebuttal Exhibit 11-A-8 4Q04 $6.71 $1.45
Rebuttal Exhibit I-A-9  4Q04 6.72 1.50
Rebuttal Exhibit II-A-10  4Q04 6.48 1.31
Rebuttal Exhibit II-A-11  4Q04 6.53 1.31
Rebuttal Exhibit I-A-12  4Q04 6.25 1.24

Jurisdictional
Threshold

@

$2.61
2.70
2.36
2.36
223

Page 1 of 1

Ratio

Rate

toVC
8)

463%
448%
495%
498%
504%



III-A Stand-Alone
Traffic Group




Exhibit ITI-A-1

Redacted




Exhibit ITI-A-2

Redacted




‘—

Rebuttal Exhibit I11-A-3
Page 1 of 2

BNSF Surcharge and Over-Recovery of Fuel Costs - 4004

BNSF’s fuel surcharge is unreasonable because it over-compensates BNSF for changes in
its actual fuel cost per gallon. BNSF’s fuel surcharge is based on the monthly average U.S.
National Retail On-Highway Fuel (“HDF”) price per gallon published by the U.S. Energy
Information Administration (“EIA™). This price is essentially the price paid at truck stops and
other service stations. It has nothing to do with the price BNSF pays for diesel fuel. BNSF buys
diesel fuel in bulk and pays wholesale prices, not retail prices.

Changes in the HDF price rarely match changes in BNSF’s actual cost of diesel fuel.
BNSF’s system-wide average quarterly cost of diesel fuel is reported in BNSF’s Quarterly
Investors” Reports. As an example, BNSF’s average cost of diesel fuel for 3Q03 was $0.880 per
gallon and its average cost of diesel fuel for 3Q04 was $0.988 per gallon.! BNSF’s diesel fuel
cost increase from 3Q03 to 3Q04 thus was 12.3%. In contrast, the average HDF price for 3Q03

was $1.46 per gallon and the average HDF price for 3Q04 was $1.83 per gallon.” The average

HDF price increase from 3Q03 to 3Q04 thus was 25.3% — or more than double the percentage
increase in BNSF’s actual diesel fuel cost.

The table on the second page of this exhibit compares BNSF’s average fuel
surcharge per ton for the movement of coal from Dry Fork Mine to LRS in the fourth quarter of
2004 (the first quarter of movements under the challenged common carrier rates) with BNSFE’s
actual fuel cost per ton for the same movement. The table shows that BNSF’s average fuel

surcharge exceeded its actual fuel cost by $0.51 per ton in 4Q04.

' See WFA/Basin Rebuttal electronic workpaper “BNSF Fuel Price Relative to HDF
Costs.xls.”

’1d.
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Rebuttal Exhibit I1I-A-3
Page 2 of 2

BNSF Fuel Surcharge and Over-Recovery of Fuel Costs - 4004

Item Amount
M @)

RATE
1. BNSF common carrier rate from Dry Fork Mine to LRS $6.71
2. BNSF common carrier rate including fuel surcharge of 9.17% 1/ $7.33
3. Fuel surcharge per ton (L1 - L2) $0.62
VARIABLE COST
4. BNSF variable cost from Dry Fork Mine to Laramie River Station $1.45
5. Fuel per ton included in variable cost $0.30
6. Fuel per ton assuming fuel purchased at fuel surcharge base price 2/ $0.19
7. BNSF's increased fuel costs (L5 - L6) $0.11
OVER-RECOVERY
7. BNSF's over-recovery per ton of fuel costs (L3 - L7) $0.51
8. BNSF's over-recovery of fuel costs (L3 + .7) 559%

1/ BNSF's fuel surcharge percentages for October, November and December, 2004
were, respectively, 7.5% 8.5% and 11.5%. The 9.17% is the simple average of the
three quarterly fuel surcharge percentages.

BNSF's fuel surcharge applies when the national average EIA Retail On-Highway
Diesel Fuel ("HDF") price equals $1.239 per gallon (base price) or more. Based on
a comparison of HDF fuel prices and BNSF's actual fuel cost as reported in its
Quarterly Investors' Reports for the period from 2Q1998 through 1Q2005, BNSF
pays approximately $0.70 per gallon of diesel fuel when the Retail On-Highway
Diesel Fuel price is equal to $1.239 per gallon. In other words, BNSF's fuel
surcharge does not kick in until BNSF's cost per gallon is $0.70.

Source: Rebuttal electronic workpaper "BNSF Fuel Price Relative to HDF Costs.xIs"




Rebuttal Exhibit III-A-4
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III-B Stand-Alone
Railroad Group
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13.
14.
15.

16.
17.
18.
19.
20.
21.
22.
23.

24.
25.
26.

27

28.

29

30.
31.

32.

REBUTTAL EXHIBIT II-C-1

ELEMENTS OF WFA/BASIN’S SARR OPERATING
PLAN THAT HAVE BEEN ACCEPTED BY BNSF

Item Ref. in BNSF Reply Narrative

Main-track configuration

Interchange locations and track configuration
Time required for interchange

Mine loading/dwell times

Yard locations/functions/configuration

Yard dwell times (except for loaded trains at Guernsey)

Train speed limits and restrictions

Train sizes and types

Maximum GWR of 286,000 pounds per car
25-foot track centers

Equip entire LRR system with CTC and main-
track power switches

Train control and communications systems

Road locomotive type, consists and DP configuration
[Locomotive spare margin

Procedures for handling extra road locomotives on
empty trains received at Guernsey
FHelper/switch/work train locomotive type/consist
Number of helper/switch/work train locomotives
Helper districts; time to add/detach helpers

Road T&E crew districts and crew sizes
Crew-change time

Helper and switch crew sizes

Locomotive fueling locations/procedures
Fueling/car inspection/locomotive maintenance
procedures for LRS trains

Car inspection locations and procedures
Dispatching districts and staffing

Use a loading contractor at mines served by Orin and
Reno Subdivisions

No MOW windows during peak traffic period
Track inspections performed in peak period without
interfering with train operations

Field transportation/mechanical staffing (except for
two crew callers)

Use of the RTC model to assess TNR feasibility
Use of 13-day RTC simulation period that
includes the LRR’s peak traffic week in 2024
Train cycles for RTC Model start with arrival of
empty train at interchange point and release of empty
train at LRS

II1.C-4

I11.B-48

I11.B-45

III.B-45

I11.B-48-49, Exhibit II1.B-1
1I1.B-37, I11.B-45

[I.B-44, I11.C-5

1.C-6, HI.C-11-12

[I.C-5

IHL.C-5

I.C-5

1.C-19

[11.B-44, I11.C-7-8, H1.D-7-8
H1.C-11

111.B-38-40

II.C-6

HL.C-6, II.C-11-12
[I1.B-44

[I1.D-20

I11.B-45

II.C-11, II.D-22
II.C-19

[1.B-36-37
HI.C-19
I1.C-19

1I1.D-23
HI.B-45

[1.B-45

[1.D-31
II.B-6-7

II1.B-45

[11.B-45
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BNSF MAINTENANCE PRACTICES

BNSF’s MOW evidence is sponsored by Gerald Albin. Mr. Albin held
various engineering and MOW staff positions for BNSF’s predecessor, the Burlington
Northern Railroad Company (“BN”), when it constructed the original Joint Line in the
late 1970's.! He was also directly in charge of engineering and maintenance activities on
the LRR route from 1988 to 1995. See BNSF Reply Narr. at [I.D-121. Mr. Albin’s
testimony on what is needed to maintain a new railroad, such as the LRR, that replicates
the Joint Line and related heavy-haul BNSF coal lines is heavily influenced by his
experience with the Joint Line.

WFA/Basin’s Witness Richard McDonald was in charge of constructing
WRPI in the early 1980's, and for WRPI/CNW’s operations on the Joint Line after
WRPT’s lines were completed in 1984. Mr. McDonald is familiar with the techniques
used to construct both the Joint Line and WRPI, and with maintenance problems that
developed on the Joint Line after it was completed because those problems directly
affected CNW/WRPI’s operations. In addition, WRPI had to share in the Joint Line
maintenance costs beginning in 1984. The following evidence on Joint Line construction

and maintenance is based on Mr. McDonald’s personal knowledge and experience.

' Mr. Albin occupied several positions at BN during this period, including
Regional Engineer. It is likely that in this position Mr. Albin was involved in the design
of the Joint Line. He certainly would have had some influence over BNSF’s maintenance
procedures, both when the Joint Line was constructed and a decade later.
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The original Joint Line was poorly constructed in some respects. During
construction, BN failed to properly construct and compact the embankment. BNSF also
failed to use quality materials and techniques to layer and compact the subballast, and it
did not field-weld the ends of continuous welded rail.

As a result of the weak subgrade, non-performing subballast and lack of
field welding, rail joints started to deflect under traffic within a year or two after
operations over the entire Joint Line began in late 1979. The rail ends soon became
battered, which led to poor track surface. Very quickly, bolt-hole cracks and head/web
defects developed in the rail. BN devoted large numbers of MOW personnel to address
these problems. However, instead of inserting a new rail with two new field welds to
restore continuous welded rail throughout before resurfacing the track (which is standard
procedure today), BN’s maintenance crews compounded the problem by merely cutting in
short rails to replace the defect, thus creating even more joints. Rails were breaking daily,
even hourly. In the meantime, crossties were taking more than their share of pounding,
and were deteriorating quickly. All this caused BN to add even more maintenance forces
to try to keep up with the problems.

BN thus had major maintenance problems on the Joint Line, and both BN’s
and WRPI’s operations suffered when WRPI entered the picture five years after the Joint
Line was completed. When WRPI gained access to the Joint Line in 1984, it was faced
with a railroad saddled with numerous 10 mph slow orders brought on by the deluge of

broken or defective rails. Empty WRPI coal trains would arrive at Shawnee Jct. from
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South Morrill, NE (WRPI’s point of connection with UP), taking less than two and a half
hours to travel 110 miles. WRPI trains would then take an average of four-plus hours to
travel 33 miles on the Joint Line to reach WRPI’s staging/relay yard at Bill, WY.

It was too late to correct the poorly-compacted subgrade and the under-
designed and inadequate subballast layer on the Joint Line. The only solution was to start
from the top. The track had to be undercut to remove all the foul, muddy ballast. The rail
and many ties had to be replaced before their normal life expectancy ended, and, at
CNW/WRPT’s insistence, BN finally began to install field butt-welds to eliminate al the
rail joints. An inordinate amount of ballasting, surfacing and resurfacing (performed
while the PRB coal traffic of both railroads was growing) finally restored some stability
to the track structure by about 1990.

All of this was very expensive (part of the cost was bourne by WRPI). BN
threw personnel and materials at the Joint Line because of its self-created maintenance
headache that never should have existed in the first place.

When heavy tonnage is involved, as on the Joint Line, joint problems and
broken rails accrue even more rapidly, requiring large track forces to keep the railroad
operating safely. Additional trackmen, welders, and signalmen are needed to keep up
with the daily emergencies resulting from the defective design and construction
techniques. BNSF’s construction standards and techniques have changed since the Joint
Line was originally built, and the newer standards have been applied to the more recently

constructed areas of second and third main track. However, the problems with the
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original Joint Line subgrade persist to this day. Mr. Albin’s experience with these
problems explains why he has recommended such a large maintenance force for the LRR.
His experience is colored by a history of large amounts of emergency maintenance work,
just to keep the railroad in service. When the problems described above do not exist, and
the subgrade and track structure are designed and constructed properly, the need for large
numbers of MOW personnel whose working hours are spent primarily correcting service
failures and other emergencies is substantially reduced.

The LRR’s maintenance forces were patterned after a railroad that was
properly designed and constructed, i.e., WRPI. The WRPI construction process used the
latest designs and construction techniques. The subgrade was properly constructed and
compacted, something BN failed to do on the Joint Line. WRPI had a granular,
interlocked subballast, layered and fully compacted to shield and protect the subgrade.
Quarter-mile rail strings were all field-butt welded, including factory-built insulated joint
plugs and turnout rails. There were no jointed rail ends to maintain on WRPI, because
there were no joints. Rail joints require constant attention and maintenance, especially
when the railroad is constructed without a sound foundation. BNSF’s track designers,
apparently including Mr. Albin, failed to recognize this when the original Joint Line was
constructed.

The differences between the original Joint Line construction and the WRPI
construction are not just a matter of Mr. McDonald’s recollection; they were also noted in

BNSF’s reply evidence, where it quoted from a November 1989 article in Trains
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Magazine on this subject. See BNSF Reply Narr. at IIL.F-16 n.7. As a result of the better
construction techniques used for WRPI, there were no slow orders on WRPI, and there
were a total of only eight rail failures requiring emergency action during the first five
years of its operation. Traffic moved expeditiously on WRPI, even when volume reached

86 million net tons of coal in 1994,

Mr. McDonald also responds here to BNSF’s statement that WFA/Basin’s
comparison of the LRR’s field MOW forces to WRPI’s is “meaningless.” BNSF
questions Mr. McDonald’s recollection of WRPI’s field MOW staffing from two decades
ago, and states that the track-maintenance staffing is “not credible” because “one track
crew based at Lusk was supposedly responsible for maintaining 87 route miles of track
which was carrying 86.7 MGT by 1994" and “an 87-mile territory on a high tonnage coal
line is unheard of.” BNSF Reply Narr. at I11.D-126 to 127.

Mr. McDonald vividly recalls WRPI’s field maintenance forces, including
those based at Lusk, WY, as this was a new and extremely important operation for
CNW/WRPL. In particular, Lusk was located near the center of the 87-mile territory
covered by the single track or section crew provided when it commenced operations in
1984. In other words, the district headquarters was located less than one hour by highway
from its farthest end point. In addition, by 1994, when WRPI’s traffic had grown to

nearly 87 million tons, a second section crew had been added at Lusk, so two section
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crews were based there rather than one, as implied by BNSF. This is confirmed by Mr.
McDonald’s testimony at page [1I-D-92 of WFA/Basin’s Opening Narrative.

Further, the field MOW forces based at Lusk in 1994 included a good deal
more than just the section crews. At that time, field MOW forces headquartered at Lusk
(in addition to the Roadmaster) totaled 22 employee which included a track inspector, the
two section crews, a smoothing (surfacing) gang, welders, signal/ communications
maintainers, and a mechanic. Id. At III-D-90-92. These forces, which were equivalent
on a track-miles-per-employee basis to the LRR’s field forces, easily handled all of the
day-to-day inspection and maintenance tasks required for the track, signals and
communications, and structures in the 87-mile territory.

In short, an 87-mile territory is far from “unheard of” on a high-tonnage
coal line. Sometimes there is good reason to cover a territory from a central point, while
at the same time increasing the number of employees to handle the functions involved as
traffic grows. In Mr. McDonald’s experience, railroads all over the country have gangs
located at a central point to cover extended territories. In fact, the BNSF forces
headquartered at Reno on the Joint Line cover an extended territory in both directions
because of the sparseness of towns between Gillette to the north and Douglas to the south.

BNSF also states that WRPI lacked many of the facilities the LRR will need
and therefore may have required fewer MOW personnel. For example, BNSF notes that
“WRPI lacked a central communications and dispatch center as trains were dispatched by

BN on the Joint line and by CNW on the non-Joint Line portion.” BNSF Reply Narr. at
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II1.D-128. This is misleading. First, all employees who worked on WRPI were actually
CNW employees, including the dispatchers at Chadron, NE who dispatched other lines in
addition to WRPI. WRPI contracted with CNW to provide dispatching services, and
reimbursed CNW for all of its dispatching costs. WFA/Basin has provided employees to
maintain the LRR’s dispatch center and centralized communications system. It has also
combined the signals and communications maintenance personnel, just as WRPI did.

WRPI did not have field forces for B&B maintenance or for the other
MOW sub-departments described by BNSF. It contracted with CNW to provide
employees to supplement the WRPI field forces for significant B&B and other specialized
maintenance as the need arose. The LRR will do the same, i.e. contract large tasks and
use its own qualified forces for smaller tasks. The LRR’s approach is very similar,

overall, to WRPY’s real-world approach.
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